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OATH OR AFFIRMATION

1, Damon B. Joyner , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
American Portfolios Financial Services Inc. , as
of February 27 ,2019 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

> g—

- Signature

Damon B. Joyner

Title
O Elabetlt 9 oy ulal-
‘ / ERIN ELIZABETH SCHW,
Nota‘}y Public Notary Public, SgHte of NswAYBoxk

‘ QueC. 018CE210478
This report ** contains (check all applicable boxes): Commission %&%’ggﬁ'}?w

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O O OO1OT] O8E

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



@ bakertilly

Report of Independent Registered Public Accounting Firm

To the Stockholder of American Portfolios Financial Services, Inc.:
Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of American Portfolios Financial Services,
Inc. (the “Company”) as of December 31, 2018, and the related statements of operations, changes in
stockholder's equity, and cash flows for the year then ended, and the related notes (collectively referred to as
the "financial statements™). In our opinion, the financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2018, and the results of its operations and its cash flows
for the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on the Company's financial statements based on our audit. We are a pubilic accounting firm
registered with the Public Company Accounting Oversight Board (United States) ("PCAOB") and are required to
be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit fo obtain reasonable assurance about whether the financial statements are free of
material misstatement, whether due to error or fraud. Our audit included performing procedures fo assess the
risks of material misstatement of the financial statements, whether due to error or fraud, and performing
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclesures in the financial statements. Our audit also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion.

Supplemental Information

The supplemental information included on page 15 has been subjected to audit procedures performed in
conjunction with the audit of the Company’s financial statements. The supplemental information is the
responsibility of the Company’s management. Our audit procedures included determining whether the
supplemental information reconciles to the financial statements or the underlying accounting and other records,
as applicable, and performing procedures {o test the completeness and accuracy of the information presented
in the supplemental information. in forming our opinion on the supplemental information, we evaluated

whether the supplemental information, including its form and content, is presented in conformity with

17 C.F.R. § 240.17a5. In our opinion, the supplemental information is fairly staied, in all material respects,

in relation to the financial statements as a whole.

We have served as the Company's auditor since 2001.
New York, New York
February 27, 2019

Baker Tilly Virchow Krause, LLP trading as Baker Tilly is 2 member of the global network of Baker Tilly international Lid., the members
of which are separate and independent legal enfities. © 2018 Baker Tilly Virchow Krause, LLP



American Portfolios Financial Services, Inc.

Statement of Financial Condition
December 31, 2018

Assets

Cash

Deposits with clearing organizations

Receivables from broker-dealers and clearing organizations
Notes receivable from independent representatives
Miscellaneous receivables

Prepaid insurance and other

Furniture, equipment and leasehold improvements at cost,
less accumulated depreciation of $31,990

Due from affiliates

Licenses

Deferred tax asset

Goodwill

Contract acquisition costs, net

Liabilities and Stockholder's Equity

Liabilities:
Accounts payable and accrued expenses
Commissions payable

Commitments and Contingencies

Stockholder's Equity:
Common stock; no par value;1,500 shares authorized,
100 shares issued and outstanding, stated at cost

Additional paid-in capital
Retained earnings

See Independent Auditors' repart and accompanying notes.

$ 11,306,266
260,047
5,959,079
59,644
421,802
344,744

310,518
100,000
75,135
3,503,272
2,961,318

$ 25,301,825

$ 462,943
5,663,061

6,126,004

3,825,000
4,324,750
11,026,071

19,175,821

$ 25,301,825




American Portfolios Financial Services, Inc.
Statement of Changes in Stockholder's Equity
Year Ended December 31, 2018

Additional
Common Stock Paid-in Retained
Shares Amount Capital Earnings
Balance January 1, 2018 100 § 3,825,000 $ 4281,404 § 5,642,313
Noncash Compensation - - 43,346 -
Net Income - - - 5,383,758
Balance December 31, 2018 100 $ 3,825,000 $ 4,324,750 $ 11,026,071

See independent Auditars' report and accompanying notes.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements
Year Ended December 31, 2018

1. Summary of Significant Accounting Policies

Nature of business - American Portfolios Financial Services, Inc. ("APFS" or the "Company") acquired an
existing broker-dealer on May 1, 2001 and commenced operations on October 1, 2001 after attaining
licensure and registration changes for the Company and its network of independent representatives. APFS's

primary source of revenue is providing brokerage services to its customers, who are predominately small

and middle-market businesses and individuals. These services are marketed by independent representatives
located in various states.

Use of estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements, and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from these estimates.

Basis of presentation - APFS is a wholly-owned subsidiary of American Portfolios Holdings, Inc. ("APH").
The financial statements reflect APFS's business activities.

Cash equz'valénts - The Company has defined cash equivalents as highly liquid investments, with original
maturities of less than 90 days that are not beld for sale in the ordinary course of business.

Income taxes - Deferred tax assets and Liabilities are determined based on the difference between the
financial statement and tax basis of assets and liabilities as measured by the enacted tax rates which will be
in effect when these differences reverse.

Tt is the Company's policy to provide for uncertain tax positions and the related interest and penalties based
upon management's assessment of whether 2 tax benefit is more-likely-than-not to be sustained upon
examination by taxing authorities. As of December 31, 2018, the Company does not believe it has any
uncertain tax positions that would require either recoguition or disclosure in the accompanying financial
statements. To the extent that the Company prevails in matters for which a Hability for an unrecognized tax
benefit is established or is required to pay amounts in excess of the liability, the Company's effective tax
rate in a given financial statement period may be affected. It is the Company’s policy to recognize interest
and penalties related to taxes as interest expense. During the year ended December 31, 2018, the Company
did not record any interest or penalties.

Goodwill and intangible assets - The Company tests goodwill for impairment at least annually. The
Company completed its annual impairment test during the third quarter of 2018. The Company estimated
the fair value of the reporting unit based upon a multiple of gross commissions. The estimated fair value
was then allocated between tangible and intangible assets. As of September 30, 2018, the latest date for
which an impairment test was performed, the Company concluded that the fair value of the reporting unit
exceeded the carrying value of the reporting unit. Therefore, no impairment charge was recognized for the
year ended December 31, 2018.

Licenses - Licenses represent the value of certain broker-dealer licenses acquired through acquisition. These
Ticenses are not subject to amortization, and are tested for impairment at Jeast annually.

Advertising - The Company charges advertising costs to expense as incurred. Advertising costs
approximated $321,000 for the year ended December 31, 2018.

Transition - Transition expense includes the costs incurred to induce new independent representatives to
become affiliated with the Company. It also includes the administrative costs incurred in transitioning the
existing business of newly affiliated independent representatives to the Company’s platform.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2018

Recently issued accounting standards — In May 2014, the Financial Accounting Standards Board ("FASB")
issned Accounting Standards Update ("ASU™) 2014-09, Revenue from Contracts with Customers ("ASU
2014-09"), which completes the joint effort by the FASB and the International Accounting Standards Board
to improve financial reporting by creating common revenue recognition guidance for GAAP and the
International Financial Reporting Standards. The new guidance outlines a single, comprehensive model for
entities to use in accounting for revenue arising from confracts with customers and supersedes most current
revenue recognition guidance issued by the FASB, including industry specific guidance. ASU 201409 also
requires new qualitative and quantitative disclosures, including disaggregation of revenues and descriptions
of performance obligations. On January 1, 2018, the Company adopted ASU 2014-09 and all related
amendments ("ASC 606") and applied its provisions fo all uncompleted contracts using the modified
retrospective method. See Note 2 for further information.

7. Revenue from Contracts with Customers

The Company adopted ASC 606, effective January 1, 2018, using the modified retrospective method by
recognizing the cumulative effect of initialty applying ASC 606 as an adjustment to the affected accounts at
January 1, 2018.

Performance Obligations - Revenue from contracts with customers is recognized when, or as, the Company
satisfies its performance obligations by transferring promised goods or services to customers. A good or
service is transferred fo a customer when, or as, the customer obtains control of that good or service. A
performance obligation may be satisfied over time or at a point in time. Revenue from 2 performance
obligation satisfied at a point in time is recognized at the point in time that the Company determines the
customer obtains control over the promised good or service. The amount of revenue recognized reflects the
consideration to which the Company expects to be entitled in exchange for those promised goods or
services.

The following provides detailed information on the recognition of the Company's revenue from confracts
with customers:

Broker Dealer Commissions - The Company earns commissions by executing client transactions in
stocks, mutual funds, variable annuities and other financial products and services. Commissions
reverme is recognized on trade date when the performance obligation is satisfied. The Company
believes that the performance obligation is satisfied on the trade date because that is when the
underlying financial instrument or purchaser is identified, the pricing is agreed upon and the risks and
rewards of ownership have been transferred to/from the customer.

The Company enters info arrangements with pooled investment vehicles (funds) to distribute shares to
investors. The Company may receive distribution fees paid by the fund up front, over time, upon the
imvestor's exit from the fund (that is, a contingent deferred sales charge), or as a combination thereof.
The Company believes that its performance obligation is the sale of securities to nvestors and as such
this is fulfilled on the trade date. Any fixed amounts are recognized on the trade date and variable
amounts are recognized to the extent it is probable that a significant revenue reversal will not occur
once the uncertainty is resolved. For variable amounts, as the uncertainty is dependent on the value of
the shares at future points in time as well as the length of time the investor remains in the fund, both of
which are highly susceptible to factors outside the Company's influence, the Company does not believe
that it can overcome this constraint until the market value of the fund and the investor activities are
known, which are usually monthty or quarterly. Distribution fees recognized in the current period are

.

primarily related to performance obligations that have been satisfied in prior periods.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements
Year Ended December 31, 2018

Service Fees - Service fees principally includes amounts charged to independent representatives for
processing of securities trades and for providing technology, administrative and compliance services.
The revenue is recognized as it is earned, evenly throughout the year. Also, the Company earns fees
from their “FDIC” insured cash sweep program, in which clients' cash deposits in their brokerage
accounts are swept into interest-bearing deposit accounts at various third-party banks.

Marketing Income - Mutual fund companies, insurance companies, and the Company’s clearing firm
provide marketing support to the Company. This revenue is recognized throughout the year as the
marketing events occur and is used to offset expenses relating to the Company’s regional, leaders, and
national conferences attended by the Compary’s independent representatives.

Disaggregation of Revenue - In the following table, revenue for the year ended December 31, 2018 is
disaggregated by service line:

Revenue
Broker dealer commissions $ 95,394,523
Service fees 10,814,979
Marketing 2,890,532

$ 109,100,034

Contract Balances - The Company charges the independent representatives a service fee for errors and -
omissions insurance as well as an annual affiliation fee. The revenue is recognized evenly throughout the
year. As of January 1, 2018 (adoption date) and December 31, 2018 all revenue has been earned and there
were no contract assets or liabilities.

Costs to Obtain a Contract with a Customer - The Company capitalizes the incremental costs of obtaining
a contract with a customer (independent representative) if the costs (1) relate directly to an existing contract
or anticipated contract, (2) generaie Or enhance resources that will be used to satisfy performance
obligations in the future, and (3) are expected to be recovered These costs are included in contract
acquisition costs, net in the statement of financial condition and will be amortized over the estimated
customer relationship period.

The Company uses an amortization method that is consistent with the pattern of transfer of goods or
services 1o its customers. Any costs that are not incremental costs of obtaining a contract with a customer,
sach as costs of onboarding, training and support of independent representatives, would not qualify for
capitalization.

An additional cost to obtain an independent representative may include forgivable loans. Forgivable loans
take many forms, but they are differentiated by the fact that at inception the loan is intended to be forgiven
over time by the Company. The loans are given as an inducement to attract independent representatives to
become affiliated with the Company. The Company may offer new independent representatives a forgivable
loan as part of his/her affiliation offer letter. These amounts are paid upfront and are capitalized, then
amortized over the expected useful lives of the independent representative’s relationship period with the
Company. In the event that the Company’s relationship with independent representative is terminated, any
portion of the forgivable loan that has not been forgiven under the terms of the agreement, shall become the
financial responsibility of the representative and is converted 1o a note receivable from the representative.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2018

The balance of contract acquisition costs, net, was approximately $2,960,000 as of December 31, 2018.
Amortization on these contract acquisition costs was approximately $897,000 during the year ended
December 31, 2018. Amortization of the contract acquisition costs is reported as transition expense on the
statement of financial condition.

Practical Expedients — The following practical expedients available under the modified retrospective
method were applied upon adoption of ASC 606:

1. The Company applied the practical expedient outlined under ASC 606-10-65-1(h), and did not
restate contracts that were completed contracts as of the date of initial application, i.e. January 1,
2018. ’

2. The Company applied the practical expedient outlined under ASC 606-10-65-1(f)(4) and did not

separately evaluate the effects of contract modifications. Instead, the Company reflected the

aggregate effect of all the modifications that occurred before the initial application date, i.e. January

1,2018.

The Company applied the practical expedient 0 ined under ASC 606-10-10-4 that allows for the

accounting for incremental costs of obtaining contracts at a portfolio level in order to determine the

amortization period.

4. The Company applied the practical expedient outlined in ASC 340-40-25-4 and did not capitalize
the incremental costs to obtain a contract if the amortization period for the asset is one year or less.

(93]

Impacts of Financial Statements - As of January 1, 2018, the adoption date, the Company adjusted notes
receivable from independent representatives by reclassifying all of its forgivable loans to confract
acquisition costs, net in the statement of financial condition. Previously, forgivable loans were amortized
based on their legal terms, typically forgiven over a period of five years, as long as the independent
representative remained in compliance with the terms of the forgivable loan. Under ASC 606, the
acquisition costs are amortized over the expected useful lives of the independent representative’s
relationship period with the Company.

The following table surnmarizes the lines jmpacted by the adoption of ASC 606 on the Company’s
statement of financial condition as of January 1, 2018:

As Reported Costs to Adjusted
December 31, Obtain Japuary 1,
2017 Contracts 2018
Assets
Notes receivable from independent representatives $ 4,199,526 § (3,903,832) 3 295,694
Due from affiliates - 162,548 162,548
Contract acquisition costs, net ' - 2,892,078 2,892,078

$ 4,199,526 $ (849,206) § 3,350,320

Iiabilifies and Stockholder’s Equity
Due to affiliates § 840206 §  (349,206) § -
$ 849206 $_ (849.206) S -




AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2018

The followings tables summarize the lines impacted by the adoption of ASC 606 on the Company’s
statement of financial condition as of December 31, 2018 and the statement of operations for the year then
ended:

Balances
without
adoption of
As Reported ASC 606 Change
Statement of Financial Condition
Assets
Notes receivable from independent representatives $ 59,644 § 4,088,928 % (4,029,284)
Due from affiliates 310,518 - 310,518
Deferred tax asset 75,135 26,646 48,489
Contract acquisition costs, net 2,961,318 - 2,961,318
$ 3,406,615 $ 4115574 % (708,959)
Liabilities and Stockholder’s Equity
Due to affiliates $ - ¢ 58292 $ (585,292)
Retained Earnings 11,026,071 11,149,738 (123,667)
$ 11,026,071  $11,735,030 § (708,959)
Statement of Operations
Revenne: Interest and dividends $ 46,738 $ 190,238 § (143 ,500)
Expenses: Transition $ 1,309,576 $ 1280920 § 28,656
Deferred income tax expense (benefit) $ (35,415 § 13,074  § (48,489)
Net Income $ 5383758 $ 5507425 % (123,667)

3. Receivable from and Payable to Broker-Dealer and Clearing Organizations

Amounts receivable from and payable to broker-dealer and clearing organizations at December 31, 2018
consist of the following:

Recejvable Payable
Deposits with Clearing Organizations $ 260,047 § -
Fees and Commissions Receivable/Payable 5,959,079 5,663,061

$ 6219,126 § 5,663,061

The Company clears its customer transactions through an unrelated clearing broker-dealer on a full
disclosure basis. The arrangement requires the Company maintain 2 $250,000 deposit, which s in a non-
interest bearing account with the clearing broker. The clearing agent offsets its fees, on a monthly basis,
against the Company's commissions. The amount payable to the clearing broker relates to the
aforementioned transactions.

APFS is a clearing member of National Securities Clearing Corporation ("NSCC"). The primary purpose for
this arrangement is the Company's participation in NSCC's commission settlement program. The Company
receives daily information downloads, and together with information provided from their clearing broker,
prepares detailed commission statements for their independent registered representatives. The Company
was required to deposit $10,000 in an interest-bearing account with NSCC.

10



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements
Year Ended December 31, 2018

4. Notes Receivable from Independent Representatives

In certain situations, the Company advances funds to associated independent representatives. As of
December 31, 2018, the balance of notes receivable from independent representatives was $59,644. The
notes receivable balance is comprised of unsecured, interest bearing loans with interest rates ranging from
1.5% to 4%. Should the independent representatives’ association with APFS terminate, the unamortized
advance is due on demand.

The Company periodically assesses the recoverability of the remaining balances and records a reserve, if
required. A provision for uncollectible amounts is included in tramsition expense in the statement of
operations. As of December 31, 2018, management determined that a provision for uncollectible amounts
was not required. '

5. Commissions Payable and Independent Representative Transactions

The Company conducts business through a network of independent representatives Who receive
commissions for their services according to the Company's agreed-upon commission schedule. As of
December 31, 2018, the Company owed its independent representatives approximately $5,663,000.

In addition, the Company charges the independent representatives maintenance fees for access 10 certain
computer information and customer support services. Fees charged for the year ended December 31, 2018
amounted to $6,154,000, of which $5,182,000 is reported within marketing and service fee income and the
remaining $972,000 is netted against the corresponding expense accounts as these amounts reflect expense
reimbursements received from the independent representatives.

6. Concentration of Credit Risk

The Company is engaged in various brokerage activities in which customer transactions are cleared through
unrelated clearing broker-dealers. In the event that these parties do not fulfill their obligations, the Company
may be exposed to risk, inclusive of disrupted operations. If the clearing brokers should cease doing
business, the Company’s receivable from the clearing brokers could be subject to forfeiture. The Company
has no major dependence on any one broker-dealer as alternative services and products are readily available.
Tf a relationship were to terminate, the disruption in business activity would be similar to any other business.
To reduce this risk, the Company periodically monitors these functions.

The Company's revenue is dependent upon economic and market conditions. The Company is vulnerable to
risk if economic and market conditions weaken.

The Company is also dependent, to a degree, upon its top ten registered representatives who were
responsible for approximately 11% of the Company's commission revenue for the year ended December 31,
2018.

The Company places its cash investments with high credit quality financial institutions. At times, the

Company's cash deposits with any one financial institution may exceed the amount insured by the Federal
Deposit Insurance Corporation ("FDIC™). At December 31, 2018, the excess was approximately $9,847,000.

11



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2018

7. Related Party Transactions

The Company and its parent maintain an office overhead arrangement by consolidating all of the expenses
under one monthly reimbursement amount which is determined based on a calculation of the Company's
overhead. Reimbursed expenses include, but are not limited to, office and equipment rental, utilities,
administrative salaries, and general office expenses. This reimbursement percentage is reviewed on 2
quarterly basis to determine its adequacy in reimbursing expenses at the appropriate level. The amount
reimbursable to the parent company for the year ended December 31, 2018 was approximately $10,543,000,

_ of which $2,781,000 is reported in overhead reimbursement and the remaining $7,762,000 is reported within
salaries, payroll taxes, retirement plan expense, and insurance.

The Company incurred expenses for advertising, conferences, data processing, dues and subscriptions and
selling costs on behalf of an affiliated entity. In 2018, the Company received approximately $1,205,000
from the affiliate as reimbursement for these expenses. The reimbursements are netted against the applicable
expense accounts.

The Company’s parent maintains three Employee Incentive Stock Option Plans, which provides for the
granting of incentive and nongualified plan stock options to key management, employees and non-
employees of the Company to purchase shares of the parent’s common stock. The Company records
compensation expense related to its proportional share of the options issued under the plams. The

Company’s total compensafion expense related to these options was approximately $43,000 for the year
ended December 31, 2018. ,

8. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule
15¢3-1), and the Commodity Futures Trading Commission’s minimal financial requirements (Regulation
1.17) which requires the maintenance of minimum pet capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. In addition, these rules also provide
that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would
exceed 10to 1. -

At December 31, 2018, the Company had net capital of $10,322,205, which was $9,869,987 in excess of its
required pet capital of $452,218. The Company's aggregate indebtedness to net capital ratio was 0.66 to 1.

9. Income Taxes

The Company files a consolidated federal and a combined New York State tax return with its parent and
records its share of the consolidated federal and New York Stafe tax expense on 2 separate return basis. The
Company's federal and New York State tax Hability at December 31, 2018 is approximately $1,953,000 and
is netted with the amount due from affiliate on the statement of financial condition. This liability represents
the approximate amount due to the Company's parent for the, benefit of the losses generated by the parent
and other consolidated entities and for the state minimum taxes paid on behalf of the Company. In addition,
APFS is required to file returns in the majority of states in the United States of America.

12



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2018

10.

11

The current and deferred portions of the income tax expense included in the statement of operations are
approximately as follows:

Current Deferred Total
Federal $ 1,432,000 § (24,000) § 1,408,000
New York State 521,000 ( 8,000) 513,000
Other States 194,000 ( 3,000) 191,000

$ 2,147,000 % (35,0000 $ 2,112,000

The provision for income taxes shown on the statement of operations differs from the amount that would
result from applying statutory tax rafes to the net income before provision for income taxes primarily
because of nondeductible expenses and certain states tax on gross revenue instead of net income.

The Company’s federal and state income tax returns are subject to possible examination by the taxing
authorities until the expiration of the related stafute of limitations of those tax returns. In general, the tax
returns have a three-year statute of limitations. The Company bas filed tax returns through 2017.

A deferred tax asset has been recorded on the statement of financial condition as a result of temporary
differences relating to legal contingencies and amortization of contract acquisition costs.

No valuation allowance has been provided against the deferred tax asset.
Common Stock

The Company is authorized to issue up t0 1,500 shares of no par value common stock. On December 31,
2018, 100 shares were issued and outstanding, which represent a 100% ownership by APH.

Contingencies

In the normal course of business, the Company is involved in disputes related to its independent
representatives and their clients. Each claim is evaluated on an individual basis with respect o the
likelihood of loss and the estimated dollar amount of that loss. The Company, with advice from its legal
counsel, has determined its probable liability for these matters to be approximately $95,000 as of December
31, 2018. This amount has been included with accounts payable and accrued expenses in the statement of
financial condition.

Certain conditions may exist which may result in a loss to the Company, but which will only be resolved
when one or more future events occur or fail to occur. in the normal course of business the Company may
indemnify certain service providers against specified potential losses in connection with their acting as an
agent of, or provided services o the Company. The Company’s management and its legal counsel assess
such contingent liabilities, and such assessment inherently involves an exercise of judgment, in which in
some cases canmot be estimated. If the assessment of a contingency indicates that it is probable that a
material loss has been incurred and the amount of the liability can be estimated, the estimated Hability
would be accrued in the Company’s financial statements. If the assessment indicates that a potentially
material loss contingency is not probable but is reasonably possible, or is probable but cannot be estimated,
the nature of the contingent liability, together with an estimate of the range of possible loss if determinable
and material, would be disclosed. There were no associated contingent liabilities at December 31, 2018.

13



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2018

12. Supplemental Information - Statement of Cash Flows

Cash paid for interest during the year ended December 31, 2018 was $36,541.

Cash paid for income taxes during the year ended December 31, 2018 was $97,260.

Noncash Investing and Financing Activities

Contract acquisition costs converted to notes receivable
from independent representatives

$

106,034
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American Portfolios Financial Services, Inc.
Supplementary Information - Pursuant to Rule 17A-5
of the Securities Exchange Act of 1934
December 31, 2018

Schedule 1 - Computation of Net Capital Pursuant to Rule 15¢3-1:

Net Capital

Total stockholder's equity

Non-allowable assets:
Receivables from broker dealers and clearing organizations
Contract acquisition costs, net
Notes receivable from independent representatives
Receivables from affiliates
Miscellaneous receivables
Prepaid insurance and other
Licenses
Deferred tax asset
Goodwill

419,917
2,961,318
59,644
967,784
421,802
344,744
100,000
75,135
3,503,272

$

19,175,821

(8,853,616)

Net Capital before Haircuts on Securities Positions (Tentative Net Capital)
Haircuts on Securities
Net Capital

Aggregate Indebtedness:

Ttems included in statement of financial condition:
Accounts payable and accrued expenses
Commissions payable

Total Aggregated Indebtedness

Computation of Basic Net Capital Requirement:
Minimum pet capital required (greater of $250,000 or
6 2/3% of aggregate indebtedness)
Excess Net Capital

Ratio: Aggregate indebtedness to net capital

All other reports required under SEC Rule 15¢-3 are not applicable to the Company.

Reconciliation with Computation included in Part II of Form X-17a-5, as of December 31, 2018.

Variances between this computation of net capital under Paragraph F of Rule 15¢3-1
and the registrant's computation filed with Part II, Form X-17a-5 are not material
in amount. Accordingly, no reconciliation s deemed necessary.

See Independent Auditors' report and accompanying notes.

10,322,205

$

10,322,205

1,120,209
5,663,061

6,783,270

452,218

9,869,987

0.66t01
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independent Registered Public Accounting Firm's Report
on Internal Control Required by CFTC Regulation 1.16

Stockholder

American Portfolios
Financial Services, Inc.

Holbrook, New York

in planning and performing our audit of the financial statements of American Portfolio Financial Services, Inc.
(the "Company") as of and for the year ended December 31, 2018, in accordance with the standards of the
Public Company Accounting Oversight Board (United States), we considered the Company's internal control
over financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, we do not express an opinion on the effectiveness
of the Company's internal control.

Also, as required by Rule 172-5(g)(1) of the Securities and Exchange Commission ("SEC"), we have made a
study of the practices and procedures followed by the Company, including consideration of control activities for
safequarding securities. This study included tests of compliance with such practices and procedures that we
considered relevant to the objectives stated in Rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under
Rule 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e).

2. Complying with the requil;ements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Govemnors of the Federal Reserve System.

in addition, as required by Regulation 1.16 of the Commodity Futures Trading Commission ("CFTC"), we have
made a study of the practices and procedures foliowed by the Company, including consideration of control
activities for safeguarding customer and firm assets. This study included tests of such praciices and procedures
that we considered relevant to the objectives stated in Reguilation 1.16, in making the following:

1, The periodic computations of minimum financial requirements pursuant to Regulation 1.17.

The management of the Company is responsible for establishing and maintaining intemal control and the
practices and procedures referred fo in the preceding paragraphs. In fulfilling this responsibility, estimates and
judgments by management are required fo assess the expected benefits and related costs of controls and of
the practices and procedures referred to in the preceding paragraphs and o assess whether those practices
and procedures can be expected to achieve the SEC's and the CFTC's above-mentioned objectives.

Two of the objectives of internal cantrol and the practices and procedures are to provide management with

~ reasonable, but not absolute, assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit preparation of financial statements in conformity
with generally accepted accounting principles. Rule 17a-5(g) and Regulation 1.16(d)(2) fist additional objectives
of the practices and procedures listed in the preceding paragraphs.

Baker Tilly Virchow Krause, LLP trading as Baker Tilly is 2 member of the global network of Baker Tilly International Ltd., the members
of which are separate and independent legal enfities. © 2018 Baker Tilly Virchow Krause, LLP
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Stockholder
American Portfolios
Financial Services, Inc.

Because of inherent limitations in internal control and the practices and procedures referred o previously, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on
a timely basis. A significant deficiency is a deficiency, or combination of deficiencies, in internal control over
financial reporting that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the Company's financial statements will not be prevented
or detected and corrected on a timely basis.

Our consideration of intemnal control was for the limited purpose described in the first, second and third
paragraphs, and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securifies and certain regulated commodity customer and firm assets that we consider to be material
weaknesses, as defined previously. .

We understand that practices and procedures that accomplish the objectives referred to in the second and
third paragraphs of this report are considered by the SEC and CFTC {o be adequate for their purposes in
accordance with the Securities Exchange Act of 1934, the Commodity Exchange Act, and related regulations,
and that practices and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures, as described in the second and third paragraphs of this report, were
adequate at December 31, 2018 fo meet the SEC's and CFTC's objectives.

This report is intended solely for the information and use of management, the SEC, the CFTC, and other
regulatory agencies that rely on Rule 172-5(g) under the Securities Exchange Act of 1934 or Regulation 1.16 of
the CFTC or both in their regulation of registered broker-dealers and futures commission merchants, and is not
intended to be and should not be used by anyone other than these specified parties.

New York, New York
February 27, 2019
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Independent Accountants' Report on
Applying Agreed-Upon Procedures Related to
an Entity's SIPC Assessment Reconciliation

Stockholder

American Portfolics
Financial Services, Inc.

Holbrook, New York

in accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and with the SIPC Series 600
Rules, we have performed the procedures enumerated below with respect to the accompanying Schedule of
Assessment and Payments [General Assessment Reconciliation (Form SIPC-7)] to the Securities investor
Protection Corporation ("SIPC”) for the year ended December 31, 2018, which were agreed to by American
Portfolios Financial Services, Inc. (the "Company”) and the Securities and Exchange Commission, Financial
industry Regutatory Authority, Inc. and SIPC, solely to assist you and the other specified parties in evaluating
the Company's compliance with the applicable instructions of the General Assessment Reconciliation

(Form SIPC-7). American Portfolios Financial Services, Inc.'s management is responsible for the Company’s
compliance with those requirements. This agreed-upon procedures engagement was conducted in accordance
with attestation standards established by the Public Company Accounting Oversight Board (United States).
The sufficiency of these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures described below either
for the purpose for which this report has been requested or for any other purpose. The procedures we
performed and our findings are as follows:

Procedures performed:
1. Compared listed assessment payments in Form SIPC-7 with respective cash disbursement records,
noting no differences.

2. Compared the amounts reflected in the audited Form X-17A-5 for the year ended December 31, 2018
with amounts reported in the Form SIPC-7 for the year ended December 31, 2018, noting no differences.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and workpapers, noting
no differences.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
supporting schedules and workpapers supporting the adjustments, noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the expression
of an opinion on compliance. Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported fo you.

This report is intended solely for the information and use of the specified parties, and is not intended to be and
shouid not be used by anyone other than the specified parties.

New York, New York
February 27, 2019

Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member of the global netwark of Baker Tilly international Ltd., the members
of which are separate and independent legal entities. © 2018 Baker Tilly Virchow Krause, LLP
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Report of Independent Registered Public Accounting Firm

Stockholder

American Portfolios
Financial Services, Inc.

Holbrook, New York

We have reviewed management's statements, included in the accompanying Exemption Report, in which

(1) American Portfolios Financial Services, Inc. identified the following provision of 17 C.F.R. § 15¢3-3(k) under
which American Portfolios Financial Services, Inc. claimed an exemption from 17 C.F.R. § 240.15¢3-3:

(2)(i) and (2)(ii) (the "exemption provisions™) and (2) American Portfolios Financial Services, Inc. stated that
American Portfolios Financial Services, Inc. met the identified exemption provisions throughout the year ended
December 31, 2018 without exception. American Portfolios Financial Services, Inc. management is responsible
for compiiance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight
Board (United States) and, accordingly, included inquiries and other required procedures to obtain evidence
about American Portfolios Financial Services, Inc.’s compliance with the exemption provisions, A review is
substantially less in scope than an examination, the objective of which is the expression of an opinion on
management's statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to management's
statements referred to above for them to be fairly stated, in all material respects, based on the conditions set
forth in paragraphs (k)}(2)(i) and (k)(2)(ii) of Rule 15c3-3 under the Securities Exchange Act of 1834.

New York, New York
February 27, 2019

Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member of the global network of Baker Tilly International Lid., the members
of which are separate and independent legal eniities. © 2018 Baker Tilly Virchow Krause, LLP
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americanportfolios.com

February 27, 2019

Securities and Exchange Committee
100 F Street, NE
Washington, DC 20549

To whom it may concern:

American Portfolios Financial Services Inc. claims exemption from SEA Rule 15¢3-3 section (k)
paragraph 2(i) and 2(ii) for the period January 1, 2018 through December 31, 2018. Paragraph 2 states
“The provisions of this rule shall not be applicable to a broker or dealer who carries no margin accounts,
promptly transmits all customer funds and delivers all securities received in connection with its activities
as a broker or dealer, does not otherwise hold funds or securities for, or owe money or securities fo,
customers and effectuates all securities transactions between the broker or dealer and its customers
through one or more bank accounts, each to be designated as “Special Account for the Exclusive Benefit
of Customers of American Portfolios Financial Services, inc.” To our best knowledge and belief, we did
not identify any exceptions to this exemption during this period.

l%?\gards,
NP

Damon B. Joyner
American Portfolios Financial Services Inc.

CFO
American Portfolios Financial Services, Inc. 4250 Veterans Memorial Hwy, Suite 420E +: 631.439.4600

Member: FINRA, SIPC Holbrook, NY 11741 £: 631.439.4698



